The aim of this paper is to analyse the components of development disparities across the EU NUTS 2 regions by means of a new method of decomposition of per capita GDP. Decomposition first provides evidence of a remarkable inconsistency of the per capita GDP indicator at regional NUTS 2 level. This is addressed by proposing an "adjusted" development index. The analysis highlights in general the relatively greater importance of productivity and employment differentials over structural features, such as industry mix and demographic structure, although the picture becomes more complex when the focus shifts to the lagging-behind EU regions. 
Introduction
Analysis of the evolution of regional economic performance has recently attracted an impressive amount of research. For many important reasons, much attention has been devoted to Europe, resulting in a considerable quantity of empirical evidence as well as advances in conceptual bases with regard to the relative development dynamics of European regions. A significant part of these studies, moving from well-known theoretical backgrounds, focuses on the empirical evidence of sigma and beta convergence patterns in development levels, by means of a variety of methodological approaches and (spatially and temporally) diversified datasets. Instead, one relatively less explored field deals with attempts to decompose basic development indicators into their separate components, in order to clarify their relative role in determining interregional discrepancies on development levels and on convergence/divergence patterns. Focusing only on labour (or total factor) productivity, as in many recent empirical works, entails considering only the first basic cause of the Wealth of Nations, at the expense of the second (employment). 1 This is not harmless in contexts-such as that of Europewhere labour market performance and differentials across countries and regions are large and undergoing considerable changes.
Within this framework, the main aim of this paper is to identify and analyse "all" the components of development disparities across EU regions. We move from the traditional indicator of development levels-GDP per capita-in order to study, by means of a new method of decomposition analysis, the role of six different factors (and the dynamics of their relative importance) influencing regional levels of economic development. These factors mainly concern the structural characteristics of regions, such as their industry mix and demographic structure, which can only be modified in the long term; or their relative competitiveness and the efficient functioning of the local labour market, such as productivity differentials, given the regional industry mix, and the rate of employment differentials (given the regional demographic structure), which can be modified by public policies also in the medium-short term.
One intermediate outcome of our work is the extent of the intrinsic inconsistency of per capita GDP at regional NUTS2 level, as a measure of regional development, the numerator being evaluated on an "internal basis", while the denominator is the resident population. Such inconsistency reflects the divergence between the values of production and income which emerges at regional level, being the regions particularly open economies. Since GDP is a measure of the final production created in a given place, interregional disparities calculated on its basis mirror different regional capacities to promote the attraction or development of economic activity (agglomeration patterns). However, the incomes corresponding to this value created flow towards the earners' places of residence; from this perspective, regional disparities are a matter of well-being of residents population or inequality in consumption. The extent of the above-mentioned divergence mainly depends on the size of interregional commuting flows; as a consequence, the more the regions reflect the boundaries of commuting areas, the more the measures of regional value of production and income tend to coincide. Since NUTS2 regions are not functional regions in this sense, this discrepancy (rather large in many meaningful cases) gives rise to another important, but somewhat misleading, component of regional per capita GDP unbalances. We consequently propose and use an alternative measure of regional development level. Analysis of the dynamics of the various components of this "adjusted" indicator casts new light on
